
ALL TIER 1 Companies .... n"'.
YHr: 1994
In Dollars Per Une Per Month

SUBJECT TO BASIC' LOCAL OR COIN NON

SEPARATIONS
•. "LC)CAI.' .; INTRA·EXCH DIRECTORY PUBUSHED COLLECTION LOOP

LOQf';." SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

..
ITOTAL CUSTOMER OPERATlONS EXPENSE 7.13 2.07 0.02 0.87 0.21 0.09 3.87

-
Marketing 1.83 I 1.83

Directly Assigned 0.08 0.08

Allocated 1.74 ...... 1.74

Operator Services 1.31 ;.; 0.87 0.44

Call Completion 0.29 0.29

Intercept 0.00 .>. 0.00

Directory Assistance 0.99 0.87 0.12
I-

Other 0.00 ........ \ 0.00

. .;

Published Directory 0.45 0.21

Classified 0.09

TWX .
AlphafTraffic 0.21 0.21

Foreign 0.00

CUSTOMER SERVICES 3.60 2.07 0.02 0.09 1.42

I CategOl)' 1 (Business Office) 2.59 1.76 0.09 0.73

Local BUSiness Office 2.24 1.78 0.47

Service Order Processing 1.20 1.09 0.11

Payment & Collection 0.57 0.31 0.26

InqUiry 0.54 0.35 0.18

Interexchange Carner Office 0.26 0.26

Service Order Processing 0.12 0.12

Payment & Collection 0.08 0.08

Inquiry 0.03 0.03

COIn Collection and 0.09 0.09

Administratoon

CategOl)' 2 (Revenue Accounting) 0.63 0.31 0.32

Message Processing 0.05 0.02 0.03

Toll Ticket 0.03 0.03

Local Message 0.02 0.02

Other Billing & COllecting 0.55 0.31 0.24

MTS-Toll 0.24 0.24

Exchange. Semi. & DA 0.26 0.20

Private Line 0.00 0.00

End User CL 0.04 0.03

Local 0.01 0.01

Carner Access Billing 0.03 0.03

Category 3 (Other Customer Svcs) 0.38 0.38



ALL TIER 1 Companies
Year: 1995
In Dollars Per Line Per Month

19SUBJECT TO LOCAL OR COIN NON

SEPARATIONS INTRA·EXCH DIRECTORY PUBUSHED COLLECTION LOOP

SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

.'>'iI"
ITOTAL CUSTOMER OPERAnONS EXPENSE 7.12 2.12 0.02 0.81 0.20 0.10 3."

.... ;G,;;,,+;•.•
Marketing 1.96

...;1
1.96

Directly Assigned 0.11 0.11

Allocated 1.85 1.85

Operator Services 1.20

II
0.81 0.39

Call Completion 0.23 0.23

Intercept O.DO O.OD

Directory Assistance 0.93 0.81 0.12

Other 0.01 0.01

Published Directory 0.45

'~i
0.20

Classified 0.09

TWX .
AlphafTraffic 0.20 0.20

Foreign 0.00 .. t i
\

CU::;TOMER SERVICES 3.58 2.12 0.02 0.10 1.35

Category t (Business Office) 2.64 1.81 0.10 0.73

Local Business Office 2.29 1.81 0.48

Service Order Processing 1.21 1.10 0.11

Payment & Collection 0.59 0.33 0.26

Inquiry 0.56 0.31 0.20

Interexchange Carrier Office 0.25 0.25

Service Order Processing 0.12 0.12

Payment & Collection 0.07 0.07

Inquiry 0.02 0.02

Com CollectIOn and 0.10 0.10

Administration

I Category 2 (Revenue Accounting) 0.60 0.31 0.29

Message Processing 0.04 0.02 0.03

Toll Ticket 0.03 0.03

Local Message 0.02 0.02 ..

Other Billing & Collecting 0.53 0.31 0.22

MTS·Toll 0.22 0.22

EXchange. Semi, & DA 0.26 0.21

Private Lone 0.00 O.OD

End User CL 0,04 0.03

Local 0.01 0.01

Camer Access 81110ng 0,02 0.02

Category 3 (Other Customer SVCS) 0.34 0.34



ALL TIER 1 Companies u ncr

Year: 1996
In Dollars Per Une Per Month

;1SUBJECT TO F LOCAL OR COIN NON

SEPARATIONS 11' INTRA-EXCH DIRECTORY PUBLISHED COLLECTION LOOP

P< SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

"ITOTAL CUSTOMER OPERAnONS EXPENSE 6.57 1.99 0.01 0." 0.11 0.09 3.63

I' }\'·.,:j.jd
Marketing 1.95 1.95

Directly Assigned 0.11 0.11

Allocated 1.84 1.84

Operator Services 1.06 0.69 0.36

Call Completion 0.24 0.24

Intercept 0.00 .,..... 0.00

Directory Assistance 0.79 0.19 0.09

Other 0.00
;'

0.00

~ "1]
PubliShed Directory 0.34 0.16

Classified 0.05

TWX

AlphaITraffic 0.16 0.16

Foreign 0.00 ' ..

'.
CUSTOMER SERVICES 3.30 1.99 0.01 0.09 1.21

Category 1 (Business Office) 2.42 1.69 0.09 0.64

Local Business Office 2.13 1." 0.43

Service Order Processing 1.19 1.01 0.13

Payment & Collection 0.52 UO 0.22

Inquiry 0.47 0.31 0.16

Interexchange Carrier Office 0.21 0.21

Service Order Processing 0.12 0.12

Payment & Collection 0.04 0.04

Inquiry 0.02 0.02

Coin Collection and 0.09 0.09

Administration

Category 2 (Revenue Accounting) 0.55 0.29 0.26

Message Processing 0.04 0.01 0.03

Toll Ticket 0.03 0.03

Local Message 0.01 0.01 -

Other Biliong & Collecting 0.48 0.21 0.19

MTS·Toll 0.19 0.19

EXchange. Semi. & DA 0.25 0.1'
Private Lone 0.00 0.00

End User CL 0.04 0.04

Local (0.00) (0.00)

Camer Access Billong 0.02 0.02

Category 3 (Other Customer SVCS) 0.33 0.33



ALL TIER 1 Companies
Year: 1997
In Dollars Per Line Per Month

•
SUBJECT TO LOCAL OR COIN NON

SEPARAnONS INTRA-EXCH DIRECTORY PUBLISHED COLLECnON LOOP

SWITCHING ASSISTANCE DIRECTORY & ADMIN RELATED

Ln,/;, ",
ITOTAL CUSTOMER OPERAnONS EXPENSE 6.11 1." 0.01 0.61 0.12 0.02 3.43

Marketing '''!Ii 2.09

Directly Assigned 0.13 0.13

Allocated 1.95 1.95

I
Operator Services 0.88 0.61 0.27

Call Completion 0.17 0.17

Intercept 0.00 0.00

Directory Assistance 0.69 0.61 0.08

Other (0.00)1/ (0.00)

Published Directory 0.29

~::++/',
0.12

ClassifIed 0.04

TWX

AlphafTralfic 0.12 / 0.12

Foreign 0.00

ICUSTOMER SERVICES 3.02 1." 0.01 0.02 1.00

Category 1 (Business Olfice) 2.36 1.61 0.02 0.72

Local Business Office 2.07 1.61 0.45

Service Order Processing 1.15 1.01 0.14

Payment & Collection 0.49 0.21 0.20

Inquiry 0.49 0.31 0.18

interexchange Carrier Office 0.27 0.27

Service Order Processing 0.18 0.18

Payment & Collection 0.03 0.03

Inquiry 0.03 0.03

Coin CollectIOn and 0.02 0.02

Administration

Category 2 (Revenue Accounting) 0.50 0.37 0.13

Message Processing 0.03 0.01 0.03

Toll Ticket 0.02 0.02

Local Message 0.01 0.01 -
Other Billing & Collecting 0.44 0.37 0.06

MTS-Toll 0.06 0.06

Exchange. Semi. & DA 0.08 0.07

Private Lone 0.00 0.00

End User CL 0.01 0.01

Local 0.28 0.21

Camer Access Billing 0.03 0.03

Category 3 (Other Customer Svcs) 0.16 0.16





C-~orate Operations Expense Adjustments

1D3 1994 1995 199_6 1997

934,644 1,478,940 878,030 1,015,238 1,065,948
0 666,700 (225,700) 0

-----0

I 934.6441 812.2401 11037301 1 015,238' 1 065,948

1,101,639 997,129 1,208,897 1,362,897 1,175,389_..- -

0 146,000 0 0 88,000
I 1101 6391 851.1291 1.2088971 1 362 897! 1,087 389

1,337,919 2,091,638 1,763,288 1,446,642 1,545,479
0 984,500 780,600 314,000 -802Jjoo'

I 1,3379191 1,107.1381 982.6881 1132642 1 743,479

1,100,694 1,141,786 1,441,926 1,461,133_!.7£?~,:}16
38,000 304,000 495,000 527,500 414,500

1,062,694 i 837,786, 946,9261 9336331 851.816

1,099,739 915!~~~_J ,2_!!'-!~~L__ hO?},4~_~_1 ,262,999
-- -----

590,000 226,000 436.000 280,000 668,000
509,739 : 689217 780.880 I 747,4851 594,999

Nvnex

Corp, Operations Less Charaes

Total Corporate Operations
Total One-Time Charges

Ameritech

Bell Atlantic
Total Corporate Operations

Total One-Time Charges
Total Network Expenses

COrD. Ooerations Less Charaes

Total One-Time Charges

COrD. Ooerations Less Charaes

Corp. Operations Less Charaes

BellSouth Telecommunications

Pacific Bell

Total Corporate Operations
Total One-Time Charges

COrD. Ooerations Less Charaes

Total Corporate Operations
TotafOne-fime-Cha-r-g-Ie-s------------'---------

Southwestern Bell

Co . 0 rations Less Char es

US West
Total Corporate Operations
Total One-Time thar--es --
Co . 0 erations Less Char; es

GTE
Total Cor~q[ateQper~tion~
Total One-Time Char es
Co . 0 erations Less Char es

929,866 688,729 774,522 . __ 775!~82_____829~1§1-_._- - - --- .. --- ._-- - -_._----

168,000 0 93,000 0 0
761.866 688729 : 681 522 775982 829 181

1,132,189 1,141,755 1,105,602 1,209,375 1,343,914
---- --- -- _.----

0 98,000 186,000 135,000 101,000
1,132,189 1,043755 : 919,602 ! 1,074375 I 1,242914

..
1,098,483 1,159,258 1,357,238 1,170,875 975,167

0 350,500 500,000 577,700 200,200
1,098,483 808,758 857,238 ! 593175 774.967

._---------------=---------------------------1



Network Expense Adjustments

.1J9.3 ~ 1a9.5 19_96 1997

Ameritech
Total Network Expenses 664,180 693,225 669,884 630,066 646,~~

Total One-Time Charges 0 0 0 0 0
Network Exoenses less Charaes I 664.180 I 693.2251 6698841 630,066: 646446

Bell Atlantic
Total Network Expenses 719,418 716,098 711,182 743,321 765,035
Total One-Time Charges 0 0 0 0 0
Network Exoenses less Charaes I 7194181 7160981 711.1821 7433211 765035

Nynex
Total Network Expenses 824,694 879,277 895,566 883,411 946,8~I

Total One-Time Charges 0 0 0 0 0
Network Expenses less Charaes I 824,6941 879,2n1 895,5661 883,4111 946847

BellSouth Telecommunications
Total Network Expenses 951,697 948,554 949,922 __~893,316___.~94,2~0
One-Time Charges-Consolidations 15,000 165,000 231,000 0 0
Network EXDenses less Charaes 936,697 ! 783,5541 7189221 8933161 894 220

Pacific Bell
To!aJ Network Expenses 816,506 702,099 656,~Cl?__~~,42_2 707,086
One-Time Charges-Consolidations 0 12,000 28,000 9,000 2,000
Network Expenses less Charaes 816,5061 6900991 6286051 6154221 705086

Southwestern Bell
T~~It-Jetwork Expenses 528,285 56.8,_~92__ 580,~81___. _..§1 O,~9 713,144

----_._._-----~--

Total One-Time Charges 0 0 0 0 0
Network Expenses less Charaes 528,285 : 568602 ! 580482 ! 610,440 I 713,144

US West
Total Network Expenses 612,048 693,081 738,881 ~76,6~0_.6.~.!?30
One-TimeSystemiOeveiopment

----.- . - .. _._- .

0 118,000 129,000 91,000 22,000
Network Expenses less Charaes I 612048 575,081 609,881 I 585640 ! 582730

GTE
Total Network Expenses 631,265 609,641 613,111 5T7',30~.__ .5§5,564
One-Time-Systems -Oevelopme-nt--- -. --

. -- --_. ~ ..

0 0 0 0 0
Network EXDenses less Charaes 631,265 609,641 613,111 • 5773041 565,564



Ameritech • Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

Non-Management Workforce Restructuring
Expense (Credit) ($225.7)

1R94

$666.7

1993

Subtotals
--------
Total One Time Adjustments
Total One Time Adjustments per Line

0.0 0.0 ($225.7) $666.7
___ _ _ (~~1}~} _ !37.86

$0.0



Illinois Bell - Corporate Operations Adjustment

Source: SEC 10K and 10a Reports

Non-Management Workforce Restructuring
Expense (Credit) ($57.1)

---- ------------ ---

19..~ 1993

$196.5

Subtotals
Total O=---ne'---T=i-me--A-d---c:j-us-t-m-e-nt-s---- - ---- -~ - - -- --0.0-----O~O - -~-($57.T)---$196.5--- $0.0

Tot~One Ti!"!le Adjustments per Line _ (~9..:..:.5=--1J..)_------=-$3=_:3::.:.-=-9..:..1__



Indiana Bell- Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

Non-Management Workforce Restructuring
Expense (Credit) ($36.9) $93.5

1993

Subtotals
Tota(One-Time Adfustments--- ------

Iotal_Q_n~Tirl1~~_dj~stmentsper Li!l~ _
0.0 0.0 ($36.9) $93.5

($19.1D $50.49
$0.0



Michigan Bell· Corporate Operations Adjustment

Source: SEC 10K and 10C Reports

Non-Management Workforce Restructuring
Expense (Credit) ($64.9) $174.4

1993

Subtotals
Total One-Time Adjustments-~- -------~ --- -- -0:0--
Total9_ne Time Adjustments_eer Line _

0.0 ($64.9) $174.4 $0.0
_($13.E)E)~} __~_~~1~ _



Ohio Bell - Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

Non-Management Workforce Restructuring
Expense (Credit) ($42.7) $130.5

1993

~----~ -----~--~-------~~- ~- -~~----~--~---------

Subtotals
---_.. -_._" ----_._-
Total One Time Adjustments
TotaL9n~Jime A~ustments per ~ine

0.0 0.0 ($42.7) $130.5
($11.84_)_l~__L~O_

$0.0



Wisconsin Bell- Corporate Operations Adjustment

Source: SEC 10K and 10C Reports

Non-Management Workforce Restructuring
Expense (Credit) ($24.1)

199~

$71.8

1993

Subtotals
Total One Time Adjustments-------- ------0.0 ---0.-6----($24.1)
Total One Time Adjustments-'p~!_LJn~ . j~1?~Ot

$71.8 $0.0
$37.83



Bell Atlantic· Corporate Operations Adjustment

.1993

Source: SEC 10K and 100 Reports

Merger Costs General
Merger Costs - Employee Separation

$19.5
$68.5

Other Employee Separation $146.0

~ -~--~~ ----------

88.0 0.0 $0.0 146.0 $0.0
$4.22 $0.00 $0.00 $7.94

--- -----------~- - ------------------------- ------ -_ ..------------

Subtotals
=:---=---:7----::------

Total One Time Adjustments
_T~tal One Time Adjustments per Line

Deferred Credit 8-13
'!'!Q!'kf~~e~~structuring 15.688 $41.7 $14.9 $133.2

-_._---------------~-------------



Bell of PA - Corporate Operations Adjustment

So-u..rce: SEC 10K and 10e Reports

19M 1993

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

$6.0
$19.0

$37.1

Subtotals
-TotalOne Time Adjustments
Total One Time AdjLJstments per Line

..._-_ .. _----=-=
25.0 0.0 $0.0

$0.00
37.1

$6.85
$0.0

------_.. _-
Deferred Credit 8-13
_~o~~orce ~est!.!!~turi!1g _ 9.22 $10.9 $1.3 $39.1

-- - ---------~---- . ---_.- ----_._----------~---- ----



Delaware· Corporate Operations Adjustment

1993

Source: SEC 10K and 10e Reports

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

$0.5
$1.2

$3.0

--------._----------------.- - - -- ------ -- -_._---- - --- - ---

Subtotals--- - --=--~ .----,--,-------
Total One Time Adjustments 1.7 0.0
J~~~One Time Adjustments per Lin_e ~3.28_ _ $0.00

ARMIS.4302

--------.---
$0.0 3.0 $0.0

$0.00 $6.62

-~_._---~ --------- ------_._-- --

Deferred Credit 8-13
Wor~f()~.c:e ResJructuring__________ ___ $0.3 $2.4



New Jersey Bell· Corporate Operations Adjustment

1993

Source: SEC 10K and 100 Reports

------------------------------- --------------

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

Subtotals----------- ---~----

Total One Time Adjustments
Jotal One Time_~c1justI!lEmts per b!ne _ __ _

ARMIS_4302

$4.0
$18.0

22.0 0.0 $0.0
$0.00

$44.9

44.9
$8.76

$0.0

Deferred Credit 8-13
WorkfQr~e_~estructuring_ 5.118 $20.1 $4.7 $37.1



0.0 $0.0
$0.00 $0.00

CP of DC - Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

Merger Costs General
,Merger Costs - Employee Separation

Other Employee Separation

Subtotals
_._._---~ ---_ .. - - ._- .---_._---

Total One Time Adjustments
Total One Time Adju~~rn~nts peE Li,,!e_

ARMIS 4302

19Ii5

$1.0
$3.4

- - _._-~---,----_.- - ----
4.4

$4.70

1994

$1.9

1.9
$2.34

1993

$0.0

--- -- ----
Deferred Credit 8-13
\l\Jc:>rkf0.i~e_R~~t!ucturing 1.737 $1.5 $6.3



CP of MD • Corporate Operations Adjustment

Source: SEC 10K and 10e Reports

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

$3.0
$12.0

1993

$26.5

Subtotals
Total One Time Ad}ustments---------------- --i-s.-o--cnr------ $0.0-

Total One Time Adj!Jst'!'~-"!sY~£_l:il1~_ __ ___}4.35 jO..:.OO _ $0.00

ABMLS 4302

26.5 $0.0
$8.77

Deferred Credit 8-13
Workforce_Restruc~ring _ $4.7 $4.5 $21.8



CP of VA - Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

1993

Merger Costs General
Merger Costs - Employee Se

Other Employee Separation

$4.0
$11.0

$24.0

Subtotals
- -------- ---
Total One Time Adjustments 15.0
Total()_r:t~_T!ITl~ Adj~stments ,,-~~ine

ARMIS 4302

-- - _._-- _. - -- - ---_._------ - -._--
0.0 $0.0 24.0 $0.0

$0.00 $8.49

Deferred Credit 8-13
Wg~k!()r~~_Restru_ctuiir:!.~_~__ $4.3 $2.3 $19.6



CP of W. Virginia - Corporate Operations Adjustment

Source: SEC 10K and 100 Reports

1993

Merger Costs General
Merger Costs - Employee Separation

Other Employee Separation

Subtotals
----~----_._- ~--._----------

Total One Time Adjustments
Tot~J~Q,"!e_Iime A~justments per_~i':le _

ARMIS_4302

--- ._-- --- .~--- -- ---

Deferred Credit 8-13
Workforce ~estr_L!.C!~~lng ~

$1.0
$3.9

4.9 0.0
$6.30 $0.00

1.35

$8.6

$0.0 8.6 $0.0
$0.00 $12.10--- --- -- ----_._- .._----- -~-_. -._--

$0.3 $7.0



BellSouth - Corporate Operations Adjustment

S-.O..UJ:Ce: SEC 10K and 100 Reports

Force Reductions
Set up in 1993 for Force Reductions -

Cash Outlay
Noncash outlay - Pension Funds

Total Charges against Reserves '97 View

1993 $1 ,248M restructure, originally $1, 136M
Consolidate/Eliminate Operations

Systems
Employee Separation

Total
** Minus Consolidate/Eliminate Operations

-_.._-,_ ..-~

19~~ 1993

-------_ .._---

$648.0 $390.0 $53.0
$78.0 $79.0 $0.0

$726.0 $469.0 $53.0

$231.0 $165.0 $15.0
$244.0 $170.0 $0.0
$251.0 $134.0 $38.0
$726.0 $469.0 $53.0
$495.0 $304.0 $38.0

1995 workforce reductions thru '97 - $942M
Estimated on 11,600 Emp. Reduction 414.5 527.5

------- ----------- ------- ----------------~--

Subtotals ------------- -_. -- ------_.-------------------' _._--- -----_._. - ..

Total One Time Adjustments 414.5 527.5 $495.0 $304.0 $38.0
Total One Time Adjustm~!11s_per !-ln~u ~1~.~~ !~4.9_r!. l24.5~____ $15.78 $2.06

-----=-------c;--:;;;:-------,-,;----------------- ._- ---.- ----- ---.------ ----.
Networ:lLOperatipJls

Consolidate/Eliminate Oper~!i_C?.n~_ _.

ARMIS_4302

$231.0 $165.0 $15.0

Deferred Credit 8-13
Resrucll.!rlng_AccruraL __ 113.9 $84.9 $528.5

---"- ._-----_. '._-- ---
$0.0 $570.0



NYNEX - Corporate Operations Expense

19~ 1994 1993

Source: SEC 10K and 100 Reports

Retirement Incentives - Pension Enhancements
Set up in 1993 for Force Reductions $323.0 $196.1 $359.8 $578.0 $0.0
Other Retirement Incentives $141.9 $23.9 $118.8 $93.5 $0.0

Severance Portion recognized in 97 from other
Retirement Incentives - 87.4 M related to merger $90.0

Merger Related Costs:
Transitionllntegration Costs $39.0
Direct Incremental Costs $17.0

Consolidating Operations/Organizations $333.0

Process Reengineering Costs - Set up in 1993:
System Redesign - Customer Contact/Operations $76.0 $110.0 $0.0
Work Center Consolidation $3.0 $41.0 $11.0
Branding $0.0 $6.0 $27.0
ImplementationlTraining $3.0 $2.0 $1.0

Restructuring Costs for Telesector Resources:
Sevrance $0.0 $115.0
Postretirement Medical Costs $0.0 $50.0
System Reengineering $109.0 $74.0
Reengineering implementation ----_._._- $25.0 $35.0

No Y2K Costs prior to 1997.

Subtotals
---- -- _._---~_.._-_. - - ~ ---

----~------_.._----_.- --

Retirement Incentive Costs $413.0 $220.0 $478.6 $671.5 $0.0
Reengineering/Restructuring Costs $0.0 $87.0 $293.0 $313.0 $0.0
Merger/Consolidation/Other Contingencies $389.0 $0.0 $0.0 $0.0 $0.0
Total One Time Adjustments $802.0 $307.0 $771.6 $984.5 $0.0
Totag),!e -ri!'1~~ustme,!~per Line ___ $44.61 $17.78 $46.41 $61.31 $0.00--------_. -. --_.-._- - -_.- .,-

ARMIS 4302 - Schedule 813

- _.. -- -- - ------

B~~tru~~u_rLnRGgst~ --- ._- - ~- - ---
$79.7 $118.3 $633.3 $611.4 $508.7--- - _..--- _.- -_._---.-



New York Telephone - Corporate Operation Expense Adjustments

199I 1996 ~5 j99~ 1993

S~urce; SEC 10K and 100 Reports

Retirement Incentives - Pension Enhancements
Set up in 1993 for Force Reductions $175.5 $73.4 $221.5 $446.0
Other Retirement Incentives $87.4 $14.4 $82.5 $57.4

Severance Portion recognized in 97 from other
Retirement Incentives - 87.4 M related to merger $57.0

Merger Related Costs:
Transitionllntegration Costs $25.0
Direct Incremental Costs $11.0

Consolidating Operations/Organizations $273.0

Process Reengineering Costs - Set up in 1993:
System Redesign - Customer Contact/Operations $64.0 $68.0
Work Center Consolidation $3.0 $35.0 $10.0
Branding $4.0 $15.0
ImplementationfTraining $3.0 $2.0 $1.0

Restructuring Costs for Telesector Resources:
Sevrance $71.0
Postretirement Medical Costs $31.0
System Reengineering $5.0 $68.0 $45.0
B~_~ineering implementation --- .- . __. -_.- --- .._. _.._--- $14.0 $21.0

-----_. ---~---- - '._---

No Y2K Costs prior to 1997.

-----"-_.- ._----'- . ---------------------- -------
Subtotals
Retirement Incentive Costs $232.5 $87.8" $304.0 $503.4 $0.0
Reengineering/Restructuring Costs $0.0 $75.0 $191.0 $194.0 $0.0
Merger/Consolidation/Other Contingencies $309.0 $0.0 $0.0 $0.0 $0.0
Total One Time Adjustments $541.5 $162.8 $495.0 $697.4 $0.0
Total One.Ti!'1~_~ustme!1~er !Ln~ $47.71 $14.91 $47.11 $68.59 $0.00

ARMIS4302-Schedule 813.

--- ------.._------
RestnJ~~LJringCosts______ 57.1 44.3 494.4 441.2 508.7------ . .- -'-'- ... -



New England Telephone - Corporate Operations Expense

1994 :1993

S~urce; SEC 10K and 100 Reports

$132.0
$36.1

$138.3
$36.3

$122.7
$9.5

$33.0

$147.5
$54.5

-=-~---,-"",,---~--=---,-,------=-.,....------,-----------------------------
Retirement Incentives - Pension Enhancements
Set up in 1993 for Force Reductions
Other Retirement Incentives

Severance Portion recognized in 97 from other
Retirement Incentives - 87.4 M related to merger

Merger Related Costs:
Transition/Integration Costs
Direct Incremental Costs

$14.0
$6.0

Consolidating Operations/Organizations $60.0

Process Reengineering Costs - Set up in 1993:
System Redesign - Customer Contact/Operations
Work Center Consolidation
Branding
ImplementationlTraining

$12.0

$0.0

$42.0
$6.0
$2.0
$0.0

$1.0
$12.0
$0.0

Restructuring Costs for Telesector Resources:
Sevrance
Postretirement Medical Costs
System Reengineering
Reengineering implell1~!!t~~Qn _

$44.0
$19.0

$41.0 $29.0
$11.0 $14.0

---------- .~. ----,--~-------

No Y2K Costs prior to 1997.

Subtotals --- --- ---- --- -~ ----- -----­

Retirement Incentive Costs
Reengineering/Restructuring Costs
Merger/Consolidation/Other Contingencies
Total One Time Adjustments
I_otal 0I!Et Tim~_~dj~.s!~Etn~ per Line_

$180.5
$0.0

$80.0
$260.5
$39.30

$132.2
$12.0

$0.0
$144.2
$22.70

$174.6
$102.0

$0.0
$276.6
$45.23

$168.1
$119.0

$0.0
$287.1
$48.75

$0.0
$0.0
$0.0
$0.0

$0.00

ARMIS 4302~ Schedule 813

$22.6 $74.0 $138.9 $170.2 $0.0



Pacific Bell • Corporate Operations Expense

19.91 L99~ 1994 1993

Source: SEC 10K and 10Q Reports

Force Reductions
Set up in 1993 for Force Reductions· Reserves $93.0 $219.0 $819.0 $1,097.0

Cash Outlay $190.0 $381.0 $216.0
Noncash outlay - Pension Funds ($64.0) $219.0 $62.0

Total Charges against Reserves '97 View $93.0 $126.0 $600.0 $278.0

1993 Projection of $977M restructure
Severance $115.0 $174.0 $241.0 $120.0

Info System Reengineering $38.0 $97.0 $167.0 $94.0
-* Consolid. facilities $2.0 $9.0 $28.0 $12.0

Total Projected $155.0 $280.0 $436.0 $226.0
Minus Consolidated Facilities $153.0 $271.0 $408.0 $214.0

1993 Charge for Force Restructure $977.0
1993 Charge to Accelerate Post Retirement Ben. $590.0

$1,687.0
Strategic Initiatives: Mergerllntegration Costs/
Operational Reviews/Number Portability

Merger Approval - Regulatory Rulings $107.0
Reorganization Initiatives $154.0
Other Merger Expenses $252.0

_._- -_ .. ---

-_..__ .
--------_._~

Subtotals
Force Reductions $153.0 $271.0 $408.0 $214.0 $0.0
Merger/Consolidation/Other Contingencies $513.0 $0.0 $0.0 $0.0 $590.0
Total One Time Adjustments $666.0 $271.0 $408.0 $214.0 $590.0
Total One Time Adj~stmenl!.per _I:i..n~__ $39.5 $17.1 $26.5 $14.3 $41.0

----------

_._--~._---- . ---------- -_._-- - -------
Networ.k_o...perations

*** Consolidated facilities $2.0 $9.0 $28.0 $12.0-_._-------- - --- --------- - -- ----- ---

ARMIS 4302

----- -~--- --- ._------_.~---- -- ------ ------- -

Deferred Credit B-13
Merger Related $325.2
LT - Force Restructuring Liability $158.0 $351.0 $570.5 $1,503.0
Earthquake Repairs $2.0
Deferred Charges B-9
Additional minimum Pension Liability $45.5 $0.9 $0.9 $1.5
Deferred Capital - Restructuring Reserve $19.1 $29.3 $35.1 $70.8 $82.0
.c~e~!~~<!E-~rt:~_qL.J~I<..~ Expe.!l~~__ . __ $1.5 $5.3 $3.9



Southwestern Bell· Corporation Operations Expense

t993

So_u~SEC10K and 100 Reports

Strategic Initiatives: Merger/Integration Costs/
Number Portability

Cost of Services and Products
SG&A related

Strategic Realignment of functions - SG&A
Operational Restructuring - Mostly Severance
Increase in Post Retirement Benefits

Subtotals
Force Reductions
Merger/Consolidation/Other Contingencies
Total One Time Adjustments
!~.!~I_One Time Adjustment!_per Line._

$149.0
$209.0

$358.0
o *

$0.00

$93.0

$93.0
$0.0 $0.0
$0.0 $93.0

$0.00 $6.83---_.__._-~- --- ------

$0.0
$0.0

$0.00

$58.0
$110.0

$168.0
$0.0

$168.0
$13.23--- ---- -_._-

* Doesn't seem that initiatives are just for current period or even allowable und.er Regulatory like portability.



US WEST - Corporate Operations Adjustment

199~ 1993

Source: SEC 10K and 100 Reports

-=---=--;-----;;-------------------------------- -- -- ---
Force Reductions
1993 $880M restructure

Employee Separation
Systems Development •

Real Estate
Relocation
Retraining

Total
.* Minus Systems Development

$86.0
$22.0

$6.0

$9.0
$123.0
$101.0

$102.0
$91.0
$8.0
$5.0

$20.0
$226.0
$135.0

$76.0
$129.0

$66.0
$21.0
$23.0

$315.0
$186.0

$19.0
$118.0

$50.0
$21.0

$8.0
$216.0
$98.0

Systems Development: ($360M)
Svc Deliver $84M, Svc Assurance $60M,

Capacity Provis ($184), Other ($32M)

Subtotals
--,._._------~-_.-

Total One Time Adjustments
Total One Time AdjL!stm~nl~er Line

------------::-------;----_._-- - ._--- --._-
101.0 135.0 186.0 98.0
$6.4=3__$_9._06 $13.01 $7.10 $0.00

$118.0$129.0$22.0 $91.0

---~-~----- -- - --------- --- --_._._~-------_._----------- ------ '-'--

Netwo.r.k.Qperations
Systems DeveloPlTlen~~.

ARMIS.4302

'Oefe-rre-a-Credif8-13
_~e~!,gi!,,~ering _R~s~rve__ $346.9



GTE Total - Corporate Operations Adjustment

Source: SEC 10K and 10Q Reports

Restructure Costs - $1,178.6 M set up in '93 $200.2 $577.7 $500.0 $350.5

Subtotals
--------

Total One Time Adjustments
T()t~19ne Tlme Adjustments per Line

200.2 577.7 500.0 350.5 0.0
$12.01 $36.19 $33.90 $25.39 $0.00

-~- _._.__. _._._-_.-

Deferred Credit 8-13----------·· - --- -- -..

R~~ngine_er!~_R-::.e-=.s-=-.erv-.:...:::...e_. _ $228.1 $629.9---------_ ..--_.- - _ .. _--------



GTE of CA • Corporate Operations Adjustment

S-.QUrce: SEC 10K and 10e Reports

1991 :1993

------------------------------~---------

Restructure Costs - $494.2 M set up in '93

----------- -

Subtotals
Total One Time Adjustments
Total One Time Adjustments per Line

Deferred Credit 8-13
_Reen9in~~ll.g_~eserve . ~

$54.9

54.9
$12.71

$170.0

170.0
$40.25

$129.2

129.2
$35.71

$80.1

$140.1

140.1
$39.80

0.0
$0.00

$250.7



GTE of FL • Corporate Operations Adjustment

1993

Source: SEC 10K and 10Q Reports

------------------------------------------

Restructure Costs - $194.3 M set up in '93 $22.4 $79.5 $48.9 $43.5

---------- ---------- -- ----

Subtotals
--=:-=~'"=--==-=::-------:--=----------- ---=------=----=:;o-::-----c-::::-:::----- -----------
Total One Time Adjustments 22.4 79.5 48.9 43.5 0.0
Total One Time Adjustments per Line $10.38 $39.07 $25.18 $23.40 $0.00

Deferred Credit 8-13
R~e..!!9l!:leering Reserve $30.8

.~- -_.~----------- --_. $106.2

-------------------=----------------



GTE of Hawaii· Corporate Operations Adjustment

Source: SEC 10K and 10C Reports

1993

Restructure Costs - $78.0 M set up in '93 $11.5 $27.8 $21.5 $17.5

Subtotals
Total One Time Adjustments 11.5 27.8
Total One Time Adjustments pe~Li_r1e_ _ __~1f3:,4}__ $49.8~

Deferred Credit B-13
Re~engineering Reserv~_______

21.5 17.5
$32.58 $27.30

.._----------- ._-_.

$15.4

0.0
$0.00

$44.5



GTE of the North - Corporate Operations Adjusbnent

-----

1Ml 1996 1995 i9_9A 1993

Source: SEC 10K and 10a Reports
._----_ .. _--

Restructure Costs - $374.6 M set up in '93 $46.8 $143.5 $137.6 $46.7

. ---~---_ .._-------

Subtotals
------_._-- ----:--.,-------

Total One Time Adjustments
T~!.a.I_One !~me_~~justments per Line

ARMIS 4302

Deferred Credit 8-13
Reengin~e'i~g_B~serve-----

-----_ .. -- --------- ._------

46.8 143.5 137.6 46.7
$10.90 $34.74 .$34.50 $12.12

$28.6
-- -----.- ------~_._----~---~---.

0.0
$0.00



GTE of Northwest - Corporate Operations Adjustment

1993

Source: SEC 10K and 100 Reports

Restructure Costs - $125.0 M set up in '93 $15.8 $48.5 $35.2 $25.5

------------------ -- -----._.------

Subtotals
TotaIO-n-e=TC:-im-e-A-o-d--:-:-j-us-"-tm-en---:ts ---- -- ...--- 15.8 48.5----35-.2------25.5

Total One Time Adjustmen!~J?_eiJ:Ln~_______ $11 ..?_~__$37.68 $28.95__ ~?_t~~ _
0.0

$0.00

Deferred Credit 8-13
.B~~ngineeringReserve $22.8 $70.6



GTE of South - Corporate Operations Adjustment

1993

Source: SEC 10K and 100 Reports

Restructure Costs - $163.0 M set up in '9 $21.9 $52.4 $53.7 $35.0

Subtotals==-=:---;-:,,.------------
Total One Time Adjustments
Total One Time Adjustments per Line

ARMIS_~302

- "----------- -c:----

Deferred Credit 8-13
J~~el}~eeringReserve

--- ._--- ----. .-------.- ------- -

21.9 52.4 53.7 35.0 0.0
$12.44 $31.57 $33.79 $28.93 $0.00

-_._._-------_._~---_._--_.__ .__...._------"------~..•_-

$25.6 $60.1



GTE of Southwest· Corporate Operations Adjustment

Source: SEC 10K and 10C Reports

jJi9~ 1993

Restructure Costs - $172.0 M set up in '93 $26.9 $56.0 $73.9 $42.2

Subtotals
Total One Time Adjustments
T_~tal One Time_~~ustmentsper Line

-- ---------- ---=c--~----

Deferred Credit 8-13
R~e~gl~eri!!.g_R.eserve

---- ----~~-- -~~

26.9 56.0 73.9
$13.03 $28.81 $42.57

$24.8

42.2 0.0
$27.16 $0.00

---~-~- ---- _. - -_.._-

$97.8



BELL ATLANTIC - NYNEX IERGER

Q'l ALq.Jst 14, 1997, Bell Atlnic lrd NYNEX ClJ'\SUTIIBted a nerger wreby
NYNEX bec:ane a Slbsidiary of Bell Atllrltic lrd NYNEX sharecllol1el"S received 0.768
of a share of Bell Atlnic CXJ'IIIIlr'I stock for each share of NYNEX CCllllD"l stock
0In!d. Bell Atllrltic an; nine slJ:sidiaries Iilic:h provide cbnestic
telecaTllUlicatialS services (collectively, the "teleP1cre slJ:sidiaries").

In 1997, the CcJIpIny reccl!Jlizsl nerger-related costs of ~xinBtely$124
millia'l, ca'lSistire of $11 million of direct incl'EllEFltal costs lrd S88 mil l ia'l
for enplC7)lee severance costs lrd Si25 mi II ia'l for triinSitia'l lrd integratia'l
costs. These costs inclu:le ~inBtely S59 million representire the CcJIpIny's
allocated share of merger-related costs fran Telesector Reswrces Gro..p, Inc.,
an affi l iate Iilic:h provides central ized services a'I a Ca'ltract basis.

RESULTS OF CPERATla.5

Merger-Related Costs

Resul ts of qJeratialS for 1997 inclu:le nerger-related pre-tax costs totalire
~inBtely$124 millia'l, calSistire of $11 millia'l for direct incrEl!Ental
costs, S88 mi II ia'l for 8lI?lovee SeYll!l"rlCe costs, i.I'i'I S25 ml [[ la'1 for tnnsltia'l
iriI mtesratla'1 costs. -~costs lnclU3e ~lll'Btely S59 ml[[la'1
representlre the CcJIpIny's allocated share of merger-related costs fran
Telesector Resa.rces GI"Q.4), Inc. (Telesector Reswrces), an affil iate Iilic:h
provides central ized services a'I a ca'ltract basis. Costs allocated fran
Telesector Resa.rces are inclu:led in Other ~atire Expenses.

Direct incrE!J'S'ltal costs calSist of l!lCpl!I'1Se5 associated with carpensatia'l
arr8rGElJB'lts related to CCIIpleting the nerger trcrsactia'l. Ellployee severance
costs represent the CcJIpIny's prcportia'l8te share of benefit costs for the
separatia'l I:1t the erd of 1999 of IIIII"JII9BIEl it mplC7)lee$ lila are enti tled to
benefits lJ"der pre-existire Bell Atllrltic seplratia'l pay pliinS. Tnnsitia'l an:!
integratia'l costs calSist of the CcJIpIny's proportia'l8te share of costs
associated with integratire the operatialS of Bell Atlantic and NYtEX.

Other Charges and Spec ial 1tE!1S

The Ccrrpany also incurred costs associated with its retil'EllEFlt incentive
program total ire $262.9 mill ia'l in 1997, cCllplred to $87.8 mi II ia'l in 1996.

The retirElJ'Slt incentive costs for 1997 and 1996 inclu:le cmJU'1ts charged to
the CcJIpIny I:1t Telesector Resa.rces for an allocated portia'l of the mplC7)lee$
who left Telesector Reswrces U'1der the retil'EllEFlt incentive program. In 1997,

9
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New York Telep,one CcJIpIny

the retirE!J'S'lt incentive costs allocated to the Ccrrpany I:1t Telesector Resources
were $87.4 millia'l, cCllplred to 514.4 millia'l in 1996.

CPERATING EXPENSES

(Dollars in Hi II ions)

For the Years Ended December 31 1997 1996 % Charge

EllplC7)lee costs, inclu:lire benefits an:! taxes •.
Depreciatia'l and amortizatia'l•••.••...•.•..••.
Taxes other than incane..••.••••.•••••••..••••
Other operating expenses ..•..•••.•••••••..•••.

Total. ...........•.•••......•.......••••....••

$2,435.6
1,446.0

679.6
2,443.0

57,004.2

52,242.0
1,326.2

f:B3.4
2,305.6

$6,542.2

8.6%
9.0
1.7
6.0

7.1
===



BA.OYEE lXlSTS

In:rease

1997 - 1996 $193.6 8.6'l'

Enplayee costs ccnsist of salaries, wages ret other Ellplayee coopensatia'l,
Ellplayee berefits ret p&yrOll taxes paid directly by the~. Similar costs
in:urred by Ellployees of Telesector Reso.rces, Ihl ~ide central ized services
a'l a Ca'ltract basis, are allocated to the Ca1pany ret are in:lu::led in Other
~ratire EJcpenses.

Enplayee costs in:reased prin:ipally as a result of hi~er costs associated
with the ColpIny's retirement in:Entiw progl"llll. Costs associated with
Telesector ResCU'ces' retirement in:entiw program were allocated to the Ca1pany
ret are in:lu::led in Other Q:leratirg EJcpenses. For a further discussia'l of
retirement in:entives, see below.

Enplayee costs were also hi~r as a result of lI'TU8l salary ard wage
in:reases, the effect of in:reased work force levels attrib.ll:able to hi~
l:lJsiress wlunes, ret merger-related costs recorded in the third q.arter of
1997. The rec ized illBtel SS7 millia'l in benefit costs for the
s ratla'l 0 are entlt to

lts r ere-exlstll13 Be At antIC serat1a'l~ pans. e ColpIny also
recoraed IlRJrOXIllBte[y sznn ([ Ia'l Of al rect In:rementamerger- related costs
associated with coopensatia'l arrargerJEl'lts. Merger-related costs associated with
Ellplayees of Telesector Resources were allocated to the~ ard are in:lu:led
in Other Q:leratirg EJcpenses.

These expense in:reases were partially offset by a reductia'l in benefit costs
caused by a rurt::ler of factors, inclu::lirg c:ha-ees in acnsrial assuTPtia'lS,
fawrable returns a'l plan assets, lower than expected medical claill5 ret plan
arErdre'1ts in:lu::lirg the eorrversia'l of a pensia'l plan to a cash balan:e plan.
Lower OIIertime pay for repair an:!llBintenrce activity also reduced Ellplayee
costs in 1997. This decl ine was dJe to the ill1JllCt of severe weather experienced
in the first q,arter of 1996 Iitich caused a hi~ level of costs to be expensed
dJrirg that period, an:! dJe to improll8l1ent in the service del ivery progam.
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Reti rement In:entives

The CarpEnY had previously disclosed that it expected the total rurt::ler of
Ellplayees Ihl would elect to leave t.rder the current retirement incentive
program th~ its calpletia'l in 1996 to be in the range of 11,800 to 12,400,
ca'lSistirg of 8RJroximately 5,500 mallagemellt an:! 6,300 to 6,900 associate
Ellplayees. The total rurt::ler of Ellplayees in:lu:ies the CarpEnY'S allocated
portia'l of Ellplayees of Telesector Resources. The ColpIny had accrued f630.9
mill ia'l of pre- tax charges in 1993 for severan:e an:! post ret i rement ne:H cal
berefits t.rder a force reductia'l plan.

As of Oecerrber 31, 1997, 10,962 Ellplayees (5,475 ITIIrlageIlEf1t an:! 5,487
associates) had elected to leave lTder the program, an:! ad:litia'l8l charges of
$1,178.1 millia'l ($765.7 millia'l after-tax) had been recorded in caTleCtia'l with
the reti rement in:entive program. The fTS'189E!1E!I'lt partia'l of the program was
calpleted as of March 31, 1997.

Based a'l the experience of Ellplayee take rates t.rder the program an:!
lIUlagEITEnt's most recent assessment of work wlure an:! productivity trends, Bell
Atlantic is currently ccnsiderire an:! discussing with the Irlia'lS possible
charges in the program for associate Ellplayees. Bell Atlantic now expects that,
if the program is fully inplemented, the total rurt::Ier of Ellplayees electirg to
leave t.rder the program, an:! the associ ated ad:li t i ala l charges. wou ld be
slbstantially greater than previously estimated.

As of Decerrber 31,1997, the rEIIBinire reserves associated with the 1993
restru:turirg plan were llRJrOXillBtely S34 mill ia'l for Ellplayee severance an:! $47
mi II ia'l for postretirement medical benefits. see Note 11 to the ca'lSOl idated
finan:ial statements for ad:litia'l8l infornBtia'l a'l ret; rement incentives.

OTHER CPERATING EXPENSES
Increase

1997 - 1996 $137.4 6.0'.<.

Other ~ratirg expenses ca'lSist of Ca'ltract services inclu::lirg centralized
services expenses allocated fran Telesector Resources, rent, network software



costs, tne provision for treollectible acccu'ItS receivable, ard other costs.

The increase in other operating expenses WEIS attrib.rtable to hi!tler
interccrnection charges for tennirsting calls on the networks of carpetitive
local exc:harge carriers, hi!#ler ccsts resulting fran increased netla"k software
l.4J!lrades ard hi~er centralized services expenses allocated fran Telesector
Reso.rces. The rise in central ized services expenses was pri/IBri ly dJe to the
recog'Iition of Telesector Reso.rces' allocated portion of retirement incentive
ccsts, merger-related costs ard other special itEll&. Also ccntrib.rting to the
increase in other ~rating expenses, b.rt to a lesser extent, were transition
ard integration costs, costs to calSOl ic:lilte certain rec1ndant real estate
~ties, charges for resJjlatory, legal ard other ccntingen::ies, ard otner
miscellaneaJS expense itEll& irarrecl t1( the~ in 1997.

These increases were partially offset t1( the inpact of accl'Ull reversals
associated with the resolution of certain resJjlatory ard tax contingencies.
O1arges associated with these contingen::ies were recorded in other ~ting
Expenses in prior periods, toIlile the actl.Bl settlenents were recorded in Local
service Reverues, Taxes other Than Incane, ard Interest Expense in 1997. The
effect of other legal ard resJjlatory contingencies recorded in 1996 further
offset the increases in other tperating Expenses.

New York Telep,cne~

CXJI5QIDATED STATEl£NTS OF INCCJE NIJ REINVESTED EARNINGS (ACa.MJLATED DEFICIT)
For the Years Ended Dec:en1Jer 31

(Dollars in Millic:ns)
<TABLE>
<CAPTI~>

<S>
CPERATING REVEtUS (incll.ding $224.3, 5233.8, ard 1212.5

fran affil iates) ••••••••••.•••••••••.••••••••••••••.••••......••••

CPERATING EXPENSES
Errployee costs, in::lu:lil'"El benefits ard taxes ••••••.•....••••.•••••
Depreciation ard arortization.••••.••...•••••...••...•.•••••...•..
Taxes other tha1 incane••••.•..•••••••.....•••..••••...•..........
Other (inclu:ling $1,427.1, $1,278.4,

ard $1,265.2 to affil iates) •••••.•••••...••••..••.•..•..••

CPERATlNG INa:JlE ...••.•••...•...•.••.•.•..•...•••••........•.•••....

OTHER INa:JlE. NET (in::lu:ling S36.5, $18.8,
ard $22.2 fran affil iates) •••••••••..•••••••.••.•••..••••..•••••.•

INTEREST EXPENSE (in::lu:ling 546.2, S25.2,
ard $16.8 to affiliate) •••••.••••••••.•••••••.••••••.••••••••••••.

In::ane Before Provision for In::ane Taxes, Extraordinary
ItEm, ard CuTulative Effect of CI1arQe in

AccOlI'ltil'"El Principle..••••••.•...•••••.•.•••••.••••....•.••••.••

PROVISI~ FCR INa:JlE TAXES .••...••..••••.••.••••.•...•..•.••••.•....

In::ane Before Extraordinary ItEm ard CuTulative
Effect of O1arge in AccOlI'ltil'"El Principle•••••.•••••.•••.......••.•

EXTRACR)INARY ITEM
Discontin.ation of Rt!!JJlatory ACCOlI'lting

Prin::iples, Net of Tax••••..•••••••••.•••••.•.••••.••••••.•...••

Cl.MJLATlVE EFFECT OF CHANGE IN
ACCll'HING PRINCIPLE
Directory Plbl ishil'"El, Net of Tax•••••••..•••••.•••••.....•.••..•.

NET INa:JlE (LOSS) .•.•.•.••..•••••.••.•••••.•..•••.•.....•..••••.....



Merger-Related Costs
Results of qJeraticns for 1997 irel~ rrerger-related pre-tax costs of

~illlltely$11 mill ien for direct irenmental costs ard S88 mil lien for
enployee 5e\'erarce costs. These costs irel~ ilFVoxiRlltely S39 mi II ien
representire the CCIIpBny's allocated share of nerger-relatec:l costs fran
Telesector Resa.rces, an affil iate Ioilich provides central ized services en a
ccntract besis. Costs allocated fran Telesector Reso.rces are irelu:led in Other
~ratire EJcpenses.

Direct irel'EJll!l'ltal costs ccnsist of expenses associated with carpersatien
arr~s related to cCllpletire the rrerger transactien. EnplC7)ll!e 5e\'erarce
costs, as recorded lTder SFAS No. 112, ''Enpla;ers l Acaurtire for Postenpla-,ment
Benefits", represent the CCIIpBny's prq:xlI"ticnate share of benefit costs for the
separatien by the erd of 1999 of IJ'EI'l89f!IlEl enpl~ Ioilo are entitled to
berefits l.I'der pre-existire Bell Atlantic separatien pay plans.

Ret i rElll!r1t Ireent ives

In 1993, the CCJlllII1Y lIlTllIIlI:ed a restru:nrire plan Ioilich ireluded an acclUll
of S630.9 mil lien (pre-tax) for severarce ard p;l&tretirsnent medical berefits
l.I'der a force red..ctien plan, of Iilich $74.1 millien was the CCJ1pIlny's allocated
portien of Telesector Resarces' costs for its force red..ctial plan. Begimire
in 1994, retirsnent ircentives Mile been offered as a volU1tary means of
irrplsnentire Sl.i:stantially all of the work force red..cticns plamed in 1993.

Siree the inceptien of the retirsnent ircentille program, act:Iiticnal costs
totaled $1,178.1 millien (pre-tax) as of Dec8TtJer 31, 1997. These costs irel~

lIlIJlItts associated with enpl~ paid directly by the CcI1peny ard the CCIIpBny's
allocated partial of lIlIJlItts associated with enpl~ of Telesector ResClrces.
Costs associated with l of the are ised of $175.5 millial
In • ml lal In • ml lal In • IllI Ion In
1994 ;r:d are rtEd In l Costs. Costs assocIatEd WIth the 's
a ocat w::tlen a costs are~ a • ml len In , • IllI ien
In 1996 ~5 rm LLI en In 1995 irdS57.4 ml! 11 en In 1994 ara are r rtEd In

at r ~at~~. costs assoclat WIt enp~ pal
CCIIpBny Ire! tepenSlal ard postretinment berefit lIIIJlI1ts disa.ssed above,
as well as vacatien pay costs ard other itens. As described above, the
retirElll!r1t ireentive costs h8\le been red..ced by severarce ard p;l&treti rsnent
rredical berefits reserves establ ished in 1993 ard transferred to the pensien ard
postretirsnent berefits liabilities as enployees accepted the retinment offer.
As of DecentJer 31,1997, the rerTIlinire reserves associated with the 1993
restru:turire plan were ilFVoxiRlltely S34 millien for enployee severarce ard S47
million for postretirement rredical berefits.

As of DecentJer 31, 1997, enployees Ioilo h8\le left the business under the
retirement ireentive program totaled 10,962, consistire of 5,475 mallagenellt
enployees ard 5,487 associate enpl~ (irelu:Hre 2,433 nasgenent enployees
ard 296 associate enployees of Telesector Resources). The retirsnent ireentille
program coverire lIIlIegenent enployees erded a1 March 31, 1997 ard the program
coverire associate enployees is schedJled to erd in ALgust 1998.

Start of Period Ded..ctions En:! of Peri od

Restru:turire Reserves:

Year 1997.....•••.•..... $160.8 $ $ $ 80.2 $ 80.6

Year 19i16.••......•..•.• $336.5 $ $ $175.7 $160.8

Year 1995•..•••••••..••• $521.8 $ $ $185.3 $336.5

</TABLE>
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Resul ts of ~ratims

Net incare for New York Telep,me Ca1pIrIy (the nCtJrf:wlY") for the year en::led
Decsrber 31, 199b was S830.0 nri II ial. Net loss for the SlIII! period of 1995 was
$<1.8) billial.

Net incare for the )'eElr en::led Decsrber 31, 199b inclLdes an after-tax gain of
SSS.7 mill ial for the o.IIUlative effect of a chcree in lICCOU'ltire for directory
pbl ish irg incare (see Note C). Net incare for the )'eElr en::led Decent:ler 31, 199b
also inclLdes after-tax charges of 193.6 millial for accruals related to various
I"e!J.Ilatory, rd legal ci)ligatims rd contireencies, rd self-irsurance
programs. In act:Iitial, there \ere after-tax charges of 157.1 millial for
retirenent incentilleS (see Busiress Restru:nrire). Net incooe for the SlIII!
pericxi of 1995 inclLdes an extraordinary, after-tax charge of $2.3 billim for
the discaltiruarce of rE9Jlatory ac:cc:ultire principles, after-tax charges of
$197.6 millial for retirement incEntilleS, rd after-tax charges of $160.6
millial for accruals related to various c:peratire tax provisims, rE9Jlatory
ci)l igatims rd caltireencies, self-irsurance programs, rd revised berefit
charges.

Exclu:lirg the ib:Ne items, net inccme for the )'eElr en::led Decsrber 31, 199b WClJld
have been 1925.0 millial, an inprOllellEl"lt of $66.3 millial, or 7.7%, over
adjusted net inccme for the SlIII! pericxi of 1995.

~ratirg EJ<penses

~ratirg expenses for the )'eElr en:lecI Decsrber 31, 199b were $6.6 billial, a
decrease of $359.3 millial, or 5.2%, fran the SlIII! pericxi of 1995. Inclu:led in
the operat i rg expenses for the year en::led Decsrber 31, 199b were charges of
S87.8 millial for retirenent incentilleS (see Busiress Restru:nrire), charges of
$103.0 millial related to rE9Jlatory Caltireencies rd various sel f-irarance
programs, rd a $14.0 millial intrastate gross receipts tax ref\rd (see
~ratirg Reverues). Inclu:led in c:peratirg expenses for the SlIII! pericxi of 1995
were charges of S304.1 mill ial for retirEJTent incentives, charges of $232.0
mi II ion related to operatirg tax provisims, various self-
insurance programs, reg.Jlatory contireencies, rd revised berefit costs, a $15.1
mi II ion charge resul tirg fran a cc:urt decision al overeamirgs carplaints, rd
$14.0 million of gross receipts tax collected rd renitted to the taxirg
author i ty (see ~rat irg Reverues).

Exclu:lirg the iterrs discussed above, operatirg expenses WClJld have increased
$29.1 mi II ion, or 0.5%, over adjusted operatirg expenses for 1995.

Errplayee related costs, Ioilich consist primarily of wages, payroll taxes, rd
EfTlJlayee berefits, increased 157.8 million over 1995 resultirg primarily fran
the ret of (i) a 193 million increase in wages primarily dJe to act:Iitional labor
costs attrit1Jtable to initiatives to inprove service cp3lity, partially offset
by work force redJc:tims attrit1Jtable to the force redJc:tion progran rd the
transfer of EfTlJloyees to Telesector Reso.rces GrOl.4', Inc.
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(nTelesector Rescurcesn) associated with re-qineerirg service del ivery to
custarers (see Other operatirg expenses), rd (ii) a $35 million net decrease in
berefit expenses primarily dJe to a S22 million decrease attrit1Jtable to a
red..ction in medical costs, a $12 mill ion decrease resul tire fran the
amorti zation of deferred pensial costs plrSUarlt to an NYSPSC BRJroved plan in
1995, and a $6 mill ion decrease attritutable to the disCaltiruance of rE9Jlatory
accCU'ltirg principles, partially offset by a $5 million increase in pension
expense attrit1Jtable to changes in actuarial assurptims.

Other operatirg expenses, Ioilich cmsist primarily of contracted and central ized
services, rent rd other general rd administrative costs, increased $62.2
million over 1995 resultirg primarily fran the net of (i) a $50 million increase
in charges fran affil iated carpanies, primari ly attritutable to increases in
Telesector Resc:urces' contracted rd central ized services dJe to process
re-ergineerirg costs not accrtEd for in the 1993 business restructLrirg reserves
and costs to il1l'lEJTent the carpetitive checkl ist provisims of the
TelecCJlTlU'1icatims Act of 199b (the nActn) (see Reg.Jlatory Envircnrent ­
Federal), and the transfer of enployees fran the Carpany to Telesector
Resources, partially offset by decreases dJe to Telesector Rescurces' force
red..ction progran, a S22 million increase primarily attrib.rtable to lease
b.Jyouts, a $15 mill ion increase in contracted rd centralized services primarily
dJe to the outsourcirg of ITDtor vehicle fleet maintenance, rd a $12 mill ion
increase primarily dJe to lower capitalization of expenses as a result of the
discontiruarce of reg.Jlatory accCU'ltirg principles, and (ii) a $17 million
decrease in materials primarily attrit1Jtable to favorable prchase pricire, a S9



millial decrease in rig,t to use fees resultire fran mxlified depla,ment
schedJles, a S7 millial decrease in lerd erd b.Jildirgs rent expense erd a S5
millial decrease in fixed rate ~llectible losses fran bill ire ard collectial
services performed U'I:Ier Ca"ltract tJ( the CCI11JEnf for AT&T Corp. ("AT&T").

CuTulati\le effect of cha'lle in acCCUltire principle

Effecti\le JErUlry 1, 1996, Informatial ResaJrCes c:ha'llecI the recognitial of its
directory p.blishire in:ane fran the "amortized" method to the ''Point of
p.bl icaticn" method. lh:ier the point of p.bl ication method, reIIl!r'LJlS ard
proc:U:tial expenses are reccl!Jlized ..nen the directories are p.blished rather
tha1 Oller the lilIeS of the directories
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(gererally one year) as was the case U'I:Ier the amrtized method. NYIEX
Corporatial (''NYNE)(II) ard the Ccnp:ny bel ie\le the cha'lle to the point of
p.bl icatial method is preferable because it is the method that is gererally
follCW!d tJ( p.bl ishire caIpBI'lies ard reflects rrore precisely the op!f"8tiors of
the b.Jsiness. The CCI11JEnf's partial of the initial effect of the chErge to the
point of p.bl icatial method was reported as a CUlUlati\le effect of a charee in
accoo..ntire principle iItIich resulted in a one-time, na"I-cash gain of $95.4
millial (S55.7 millial after-tax) in the first qJElrter of 1996. The BJ:Plicatial
of the point of p.bl ication method for the year erded 1996 did not haIIe a
material effect on operatire results, ard would not halle been material had it
been BJ:Pl ied in 1995.

Business Restruc:turire

The CaTpIrIy's 1993 results incll.ded pretax charges of ar;proximately S992 mill ion
($645 mill ial after-tax) for b.Jsiness restruc:turire. Business restruc:tl.rire
resulted fran a CCJlllI ehensi\le analysis of the CaTpIrIy's operatiors ard work
processes, resul tire in a strategy to redesilrl them to ilTpl"Oll'e efficien:y ard
custaner service, to adjust q.Jiclcly to acceleratire cha"'ge, to inplement worle
force redJc:tions, ard to produce savirgs necessary for the CCI11JEnf to operate in
an increasirely coopetiti\le enIIircrment.

The 1993 pretax charges were carprised of: S557 mi II ial for sellerance erd
postretirE!le'1t medical costs to redJc:e the work force tJ( 9,OOJ enployees tJ( the
end of 1996; S20B mill ion for process re-ereineerire costs, primarily for
systEm> redesilrl erd work center Ca"ISOl idatial; erd 5227 mi II ial for the
Carpeny's allocated portial of Telesector Resources b.Jsiness restructurire
charges.

IJork Force RedJc:tions: Ad:titional O1arges

Durirg 1994, the CaTpIrIy announced retirEllEl'lt incentilleS to prC7llide a wluntary
means of inplEllEl'ltirg substantially all of the work force recluctiors planned in
1993. The retirEllEl'lt incentilleS were to be offered at different times throug,
1996 dependirg al local force requirEllEl'lts erd were expected to ino.r ad::litional
charges

C7IIer that period of time as enployees elected to lealle the b.Jsiness throug,
ret i rEIIEI'lt incent i lIeS rather than throug, the se\lerance provi s ions of the 1993
force recluctial plan.

Durirg 1995, it became evident that the ruri:ler of rnEnIgEmeI'lt enployees leavirg
lrder the retirEllEl'lt incentilleS would exceed the original estimate. It was also
determined that, as a result of volume of b.Jsiness growth, the expected
redJc:tial in the rurtler of associates (previously referred to as nCJ'lllnl9Efl'ert
Eflllloyees) would be less tha1 anticipated erd would not be fully achielr'ed until
1998. In July 1996, the CCI11JEnf extended the period for offerire retirEllEl'lt
incentilleS to rnEnIgEmeI'lt Eflllloyees to mid-1997 to better coordinate force sizirg
with process re-ereineerire inplE!lll!l'ltatial erd service inprC7llEllEl'lt initiatilleS.
In late February 1997, the Cmpany decided that the rnEnIgEmeI'lt ret i rE!Ie'1t
incentive plan will end in March 1997..nen all Il8"lll!jers wi II halle received the
offer at least once C7IIer the life of the plan.

At the present time, the CaTpIrIy expects the total rurtler of Eflllloyees (iltlich
excludes Telesector Resources) iItIo will elect to take the retirenent: incentilleS
to be in the ra"'ge of 9,500 to 10,100, consistire of ar;proximately 3,200
nB'1agEIlEnt erd 6,300 to 6,900 associates, depending al work wlumes, needs of
the b.Jsiness ard timing of the incentive offers.



The actual ruriJer of enployees lilo elected to leave ITder retirerent ircentives
in 1994, 1995 ;n:j 1996 are as follows:

1994

Maliagene It 1, 100
Associates 2,600

Total 3,700

1995

74lJ
1,180

1,920

1996

470
430

900

Total

2,310
4,210

6,520
=

The actual ad:Iiticnal charges for retirenEnt incentives in 1996 crd 1995 are as
follows:

<CAPTI()I>
1996 1995

(In Mill icns) Pretax After-Tax Pretax After-Tax

<S>
Pens ial erililrlCEJ1E!1'lts
PostretirenEnt ne:lical costs

Total*

<C> <C> <C> <C>
$96.8 $ 62.9 $ 255.2 $ 165.9
(9.0) (5.8) 48.9 31.7

--- ... _-_. - ... __ ......... _---
S87.8 S 57.1 S 304.1 S 197.6
-- --- ----

</TABLE>

* For the year erded Decent:er 31, 1996;n:j 1995, S25.2 millioo rd $64.6
mill ial, respectively, ($16.4 mill ial rd $42.0 mi II ial, respectively,
after-tax) were allocated to the CaJp:ny fran Telesector Resources for its
pensial erililrlCEJ1E!1'lts ;n:j ($10.8) mill ial rd $17.9 millial, respectively,
(S(7.0) millial;n:j S11.6 millial, respectively, after-tax) were allocated
fran Telesector Reswrces for its associated IXlStretirEllEl'1t ne:lical berefits.

The sevenn:e reserves established in 1993 have been rd will cart in.e to be
transferred prillBrily to the pensial l iabil ity al a per enployee basis as
enployees accept the retirEllEl'1t incentives. The IXlStretirEllEl'1t ne:lical
liability established in 1993 had been;n:j will contirue to be 8I=Plied to
reti red enployees al a per enployee basis as enployees accept the retirenEnt
incentives. Most of the cost of the retirenEnt incentives is fU1ded by NYtEX's
pensial plans.

Work Force Reci.l::t i alS: Reserve Ut il izat ial

The 1993 charges for work force reci.l::ticns of S557 mill ial ($362 millial
after-tax) were clJIllrised of $287 mill ial for enployee severance pa)olTEI'lts
(inclu::lil"El salary, payroll taxes crd ClJtplacEllEl'1t costs) rd 5270 mill ial for
IXlStretirenEnt ne:lical cOsts. These costs were for plarred work force reci.l::tialS
of 1,500 maragerent enployees ;n:j 7,500 associates.
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Total199619951994(In Mill ialS)

The actual uti l izatial of the 1993 severcrce reserves ;n:j the llJ:Pl icatial of the
1993 postreti rerrent ne:lical l iabil ity in 1994, 1995 rd 1996 are shcwl below:

Total
Rl!IlBinil"El

5evercrce $ 135
PostretirenEnt ne:lical costs 5 82

S41
S36

S44
561

S220
5179

567
$91

The severcrce ;n:j IXlStretirenEnt ne:lical lIIO.J'lts abcIve inclL.de allocatialS of
518 ;n:j S26 mi II ial. respectively, in 1996, S8 ;n:j S4 mi II ial, respectively, in
1995 rd S20 rd sa mi II ial, respectively, in 1994, lilich were transferred to
Telesector Resources for enployees lilo left Telesector Reso.rces Lrder the
reti renEnt incentives (217,150 rd 395 enployees in 1994, 1995 rd 1996,
respect ivel y) .

Assunirg that enployees will caltirue to leave U"der the retirEm!nt incentives,
it is expected that the rl!llBinil"El 567 millial of severcrce reserves will be
util ized rd the rl!llBinil"El 191 mill ial of the IXlStretirEm!nt ne:lical liabil ity
will be llJ:Plied in 1997;n:j 1998, as associates leave Lrder the retirEm!nt
incentives. The reserves for IlBn8gE!11l!1'lt enployees were cCJTPletely util ized
ciJril"El 1996.

Process Re-l!I"Elineering Costs

ApproxillBtely S208 millial of the 1993 charges (5135 millial after-tax) cCT6ists
of costs associated with re-qineeril"El service del ivery to custaners, inclu::lil"El
qJeratirg the CaT1JBl"IY ;n:j New El"Ell;n:j Telep,ale rd TelegraP'i CtrIpinf (''New



Erglcrd TelePure") (coLLectively, the ''Telet:hcre CCIIpWlies") as a sirgle
enterprise U'der the ''NYNEX'' brand. Dlrirg the period 1994 thrcl.l!tl 19'it6, NYNEX
has been decentral izirg the provision of residence crd l:usiress custaner service
thro.q,wt the region, creatirg regiOl'1ill bJsinesses to focus on LniCJJe RBrkets,
and central izirg ruJeraJS q:eratialS crd ~rt fu'lctialS. The pra:ess
re-ergireerirg costs are irnrred in c:anection with syst8l& redesi91, work
center Ca'lSOl idatien, brandirg, relocatien, trainirg and process re-ergireerirg
inplsrentation. Pra:ess re-ergineerirg costs Iottich were not inclld!d in the 1993
charges haw been expensed as inclrred (see Q:leratirg EJcpenses).

Syst8l& redesi91 is the cost of c:IlNelcpirg new syst8l&, processes crd procedJres
to faci l itate inpl8ll!f'ltatien of process re-ergineerirg initiatives in order to
real ize q:erational efficiencies crd enable the CaTpIny to recl.r:e work force
levels. These projects Ca'lSist of radical cha'ves in the IIFPl icatialS and
syst8l& ~rtirg tLsiress fLnctialS to be redesi!J1lld as part of the
restru:tlrirg pl.,. All of the costs associated with these projects are
incrsrental to crgoirg q:eratialS. SpecificaLLy, ally software p.rchases crd
external contractor expenses, Iottich are norRBlly expensed in accordance with
CaTpIny pol icy, were inclld!d in the 1993 restru:turirg charges. The bJsiness
processes inclld!d in syst8l& redesi91 are custarer contact and custaner
q:eratialS.

Custaner centact represents the direct interface with the custaner to provide
sales, bill irg irqJiry and repair service sc:hedJlirg en the first contact.
Custaner q:erations focuses en neboDrk m::nitorirg crd SU'VeillS"lce, troble
testirg, dispatch centrol, and proactive repair, with rel iabil ity as a critical
cCllpetitive advantage.

Work center consol idation costs are incr8ll!f'ltal costs associated with
establ ishirg work teEmi in fewer locations to take advantage of lower force
levels crd system efficiencies. These costs inclu::le lIDVirg costs, lease
tennination costs (fran the date premises are vacated), and other Ca'lSOl idation
costs. Brandirg inclu::les the costs to c:IlNelcp a sirgle ''NYNEX" brand identity
associated with restru:tured tLsiness ~ations. Relocation costs are costs
incurred to IIDVe persarel to different locations resul tirg fran work center
consol idatialS. These costs are carputed in accordance with the l:arpIrly's
relocatien g.Jidel ines crd the provisions of collective bargainirg agresrents.
Trainirg costs are for trainirg associates on newly-desi!J1lld, cross-fu-ctional
job positions crd re-ergineered syst8l& created as part of the restru:turirg
plan, w,ich will pennit one enployee to perfonn tasks formerly perfonned 1:7(
several enployees, crd inclu::le tuitien, out-of-pocket caJrSe c:IlNel~ crd
adninistrative costs, faci l ities charges, crd related travel crd lcctlirg.
Re-ergineerirg inpl8ll!f'ltatien costs are incrsnental costs to cClllJlete
re-ergineerirg initiatives.

Process Re-engineerirg: Reserve Uti l ization

At DecentJer 31. 1993, the process re-ergineerirg costs were estiRBted for
systems redes i91. work center
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1994 1995 19'it6 Total
--------------------------------.----
S S 68 S 64 S 132

10 35 3 118
15 4 19

2 3 5
1

S 26 S 109 S 70 S 205
-- = -- --

RelocatIon

Total

consol idation. brcrdirg, relocation, trainirg and re-ergireerirg inpl8ll!f'ltatien.
At DecentJer 31, 19'it6. the actual util ization of the reserves for process
re-ergineerirg costs are as follows:

(In Mi II ions)

Systems redes i!l1

TraJnl!J!

At DecentJer 31, 19'it6. S3 million of reserves remained crd will be utilized in
1W7for systems redesi91.

Systems redesi91: Durirg 1994. it was detennined that systems redesi91 would
reqJi re a larger than anticipated l.pfront effort to fully integrate interfaces
between various syst8l& crd pennit dellelq::rTEnt of I1lJlti-taskirg capabil ities.
This hig,er degree of conplexity crd additiOl'1ill fLnCtional ity reqJired 1:7(
real-time. interactive syst8l& caused a delay in the inpl8ll!f'ltation of the
systems redesi!J"l. It was real ized at this time that util ization of the process
re-ergineerirg reserves for systerrs redesi!J"l would be hig,er than originally
estil1Elted. Durirg 1995. process re-ergineerirg reserves were utilized for
increased efforts ci.Je to the conplexity crd extensiveness of integration testing
crd qal ity assurance processes. Durirg 19'it6, it was detennined that al tho..q,



certain systEITIS redesi!1l goals had been accarpl ished, other goals w::uld not be
caTpleted U'tti l mid-1997.

The actual util izatiat of the systEITIS redesi!1l reserves, t7,' b.siness process,
are as follows:

(In Mill ialS) 19ik+ 1995 1996 Total
------------------------------------

CUstaner c:a1t:act $ $ 49 $ 34 $ 83
CUstaner tpratialS 19 30 49

Total $ $ 68 $ tJ. $ 132
-- =

The resenle util izatiat for work center CalSOl idatiat was lower than the
estirrate cile to an increase in the n..rrtler of work centers fran ..nat was
originally plarned based at U'liat agreEllEntS, the rrajority of ..... ich were
carpleted in 1995. The reserve util izatiat for relocatiat of enployees was lower
than the estirrate cile to the increase in the n..rrtler of work centers rd terms of
the U'liat agreements resultire in less than anticipated enployee relocatialS.
Trainire was delayed in 19ik+ cile to the timire of the U'liat agreEllEnts rd the
higher degree of carplexity of systEITIS redesi!1l. The util izatiat of reser"JeS for
trainire costs were red.ced cile to the predaninant LSe of in-haJse, on-the- jc:b
ard IIUlti-llEldia trainire. Reserve util izatiat for re-qineerire inplementatiat
was cari:linecl with the related projects (Le., systEITIS redesi!1l) rd therefore
did rot req.Jire separate identificatiat.

Costs Allocated Fran Telesector Resources

AR:roxirrately $227 mi II iat of restru::turire charges ($1~ milliat after-tax) was
allocated to the carpany fran Telesector Resources, prirrarily related to
Telesector Resources' loDrk force red.ctiat ard re-qineerire programs. The
actual util izatiat of these reser\lll!S are as follows:

(In Hi II ialS) 19ik+ 1995 1996 Total
-------------------------------------

severance $ 71* $ S $ 71
PostretIrement IIliChcaL costs 31 31
SystEITIS re-glneerllJI 45 68 5 118
Re-erglneerllJI 1I1plementatlat 21 14 35

Total $ 168 $ 82 $ 5 $ 255

* 1994 ircluies S28 mi II iat of severance CIID.I1ts associated with the balance of
the 1991 restru::turing resenle at DecSTtJer 31, 199.3.
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Unaddressed Issues

• Unsupported services

• Inefficiencies

• Application of forward-looking efficient
principles



Definition of Local

• For USF, local needs to be narrowly defined

• In particular, costs of CLASS, vertical
features, inside wire services, and other
non-basic activities need to be eliminated

• SOP is substantially impacted by the high
level of activity for 2nd lines and other non­
basic local services



Next Steps

• A priori, 2 approaches to leveraging these
analyses

- Adjust the input data to the FCC regression and
re-run

- Overlay these outputs to the outputs of the FCC
regression analyses

• Assess practicality of the first approach -­
use second if answer is no



Corporate & Network Operations

• These adjustment are not developed at study
area level

• Without telco assistance, conversion from
FR to MR uncertain

• Overlay to regression results may be desired



Customer Operations

• Analysis conducted at study area level with
MRdata

• Easier option to adjust data prior to
•regressIng


